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REVIEW & OUTLOOK

Disconnect the Local Phone Monopoly

By WAYNE SCHELLE

After 60 years, we finally have a new
communications law. Congress passed it
by a large margin, and the president
signed it with great ceremony. But now it's
up to the Federal Communications Com-
mission to decide just how pro-competitive
the new policies will be. .

Consumers will benefit from the new
law because it bqlal M( the local

theIBeﬂcompuﬂawﬂlbecﬂowedtogm-
vide long-distance service for the

time since the breakup of AT&T. Acom- . -

ing FCC decision on “interconnection,”
the right of new competitors to connect to
the local telephone network, is the first
t::;of whether the new policy will suc-
ceed, .
Interconnection pricing has tied up the
FCC, carriers, Congress and the courts for
decades battling over issues such as the
fees that long-distance companies and cel-
Jular carriers must pay local phone com-

panies to “terminate” calis on monopoly

networks. With so many lawyers, accoun-
tants, mulndlobbyhumolvlng
these questions, real competition hasn’t

In a tentative decision of remarkable
simplicity but enormous importance, the
FCC already has marked a change of
course. The FCC new rules to al-
low Int “wireless” carrl-
ers, which Inchldemtonly existing cellu-
lar(irmsbm:lsonewpermnleommunl
?%1 arketed as “Sprin m
\./ S m as t
PCS in Washi
this tentative decision, eompanles Ilke
mlnewwldbetbletoeompeteonanequal
footing with giants like the Bell compa-
nies. We would be able to offer a real al-
ternative in residential phone service.

New services would be provided by a com-
petitive marketplace. Consumer prices
would fall.

As many have observed, however, mo-
nopolists universally recommend competi-

tion for all markets other than their own.

The FCC’s tentative decision to spur com-
petition will be attacked by lawyers and
fobbyists for those who would preserve
thett local monopolies at the expense of
permitting new and lower prices
for- subscribers, we can take ad-
. '

The FCC’s temtative
decision to spur competi-
tion will be attacked by
lawyers and lobbyists for
those who would preserve
their local monopolies at
the expense of permitting
new services and lower
prices for subscribers.

vantage of the FCC's intercon-
nection policy, it must be finalized in
rules. Whether a pro-competitive policy
can survive the rigors of the regulatory
process remains to be seen. '

Despite the lore that has been buit up
around it, “Interconnection” is not an ar-
cane topic just for economists, accoun-
tants and lawyers. Essentially, it means
access: Can new like my
company have access to the millions of
subscribers that have had no choice for
decatles but to subscribe to monopoly
telephone service? If we cannot send

calls to those numbers on a fair basis,
we will never be able to offer residential
service.

Under current, non-regulated “private
negotiations,” Bell companies charge
new as much as three cents
per minute just to send these calls
through their systems, even though the
cost of these calls is next to noth-
ing. This new from
ever offering competitive service—the av-
erage residential caller uses 1,200 min-
utes per month, and the interconmection
charge for that month alone would be $36.
The monopoly carrler offers its own
phone service for haif of that amount. Ob-
viously, no new competitor can enter that
market,

Under the FCC’'s common-sense pro-
poul telephone companies would follow

the same for competitors as they
do for telephone companies.
Bach carrier that initiates a call keeps the
customer charges for that call, and simi-
larly sgrees to terminate calis originating
on others’ networks at no charge to those
carriers, which likewise keep all the
charges. It's called “bi}ll and keep,” and
it’s the same policy that has been behind
the explosive growth of the Internet. If
adopied, it will play the same role in
spurring new competition as it did in ex-
panding Internet access. It doesn’t require
a huge bm'eaucncy and endiess litigation,
as current policles do. -

Telephone monopolies will claim this is
unfair because some 84% of telephone traf-
fic goes from the wireless callers to hard-
wired phones; therefore, they say, wire-
less companies impose more costs on them
than do neighboring phone companies. But
these facts are based on a cellular model
that is a relic of the past. Our service in
Washington/Baltimore gets just a8 much

traffic from Bell Atlantic subscribers ds
Bell Atlantic gets from ours.

Because the first minute of all our in-
bound calls is free to our subscribers and
because we have integrated voice mall,
.our subscribers give out their numbets
and receive a high volume of calls. In Bu-
rope, the same patterns have appeared
when new PCS companies emerge and fol-
low similar policies. it's a first taste of
real competition in the market for resi-
dential and business telephone service.
And it is a Tair enivifonmerit for a “bill and
keep” policy.’

If this competition is allowed to flour-
ish by a new, enlightened interconnection
policy, all sides will benefit. New com-
petitors will enter the market and prices
to consumers wiil fall. Good new jobs will
be created—in an era when AT&T and
the Bell companies are laying off workers
by the thousands, companies lke mine
are growing exponentially. We have goge
from 40 workers to 460 in the past year
alone, and we are hiring literally every
day. Even local phone companies won't
be harmed by this new policy. New ser-
vices and lower prices stimulate demand,
which creates a bigger economic pie for
everyone.

In the midst of attacks on “big govern-
ment,” it Is worth pointing out an Instance
when government does something right.
This is what the new communications law
Is supposed to be about: more competition
and less government. Congratulations to
the FCC on a proposal that works against
the monopolists and their lobbyists. :

Mr. Schelle is the chairman and founder
of American Personal Communications, the
first wireless PCS provider. He also was.a
pioneer in the cellular industry, founding
Cellular One in Washinaton.



